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and the type of survey,  as appropriate.  The abstract  will be published as submitted. To ensure maximum  impact for
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Research  Working Paper Series.
* Non-Objection  clearance  for countries or regions discussed  in the paper. If the paper deals with specific
countries,  the author must obtain clearance  on a non-objection  basis from the relevant country director(s).  For
papers that deal with several countries within a single region  or across  regions, regional  chief economists  provide  the
clearance memoranda.  The memoranda  need not endorse  the findings.  It may simply  state that the director (or regional
chief economist)  does not object to the paper appearing in the working paper series.
3.  Submit the abstract and paper, dataset (if any),  and clearance memoranda to Benno  Ndulu, Research Manager,
Research Support Team  (DECRS).  The submission can take the  form of an  email to Benno Ndulu. Attach the abstract
and paper as a single Word document,  and any associated dataset as a separate file (Excel or other widely used data
format),  along with the clearance memoranda. Then  print the email as a cover note and submit it to DECRS along with
a camera-ready  original  (a print out of your paper,  exactly as you wish it to appear in print), one photocopy,  and the
electronic  file(s).
DECRS staff screen  each paper, may recommend changes  in the paper to the submitting author, and advise  the
submitting manager and author whether the paper  has been  accepted  for publication  in the  series. DECRS does not
edit or revise  the paper. The author receives a maximum  of 100 printed copies of the paper. The paper is released on
the Web and printed within approximately  a month of its acceptance  in the series.
Questions regarding the Policy Research  Working Paper  Series can be directed  to Evelyn Alfaro-Bloch  (ext. 33984).
The  Policy  Research  Working Paper Series  disseminates the findings of  Suork  in progtress to ecourage  the exchaage of ideas about
development  issues. An  objective of tbe series is to get the findings otut quickly, even if the presentations  are less than fully polished. The
papers carry the names of the autbors and sbould be cited accordingly. The findings, interpretations,  and conclusions expressed in this
paper  are entirely  those of the authors. They do not necessarily represenit thc vieiv of the World Bank,  its Execlitive Directors, or the
countries they represent.
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iPolicy Research Working Paper Series  1
3135.  Trade  Reforms,  Market  raises critical  questions, such as why do  3137. Using Survey  Data to
Access,  and  Poverty in  some  countries  have  well-developed  Assess the Distributional
Argentina  growth-enhancing financial systems while  Effects of Trade  Policy
others do not? The law and finance theory
Guido G. Porto  focuses on the role of legal institutions in  Guido G.  Porto
(September 2003)  explaining  international  differences  in  (September 2003)
financial  development.  First,  the  law
Much of the literature  that studies  the  and  finance  theory  holds  that  in  Porto develops and applies a methodology
relationship between trade and poverty in  countries  where  legal  systems  enforce  to  empirically  explore  the  effects  of
developing countries focuses on the effects  private property  rights,  support private  trade  policies  on  the  distribution  of of national  trade  reforms,  such  as  own  contractual  arrangements,  and  protect  income and poverty in developing  coun-
tariff reductions.  In contrast,  the World  the  legal  rights  of  investors,  savers  tries.  He  uses  a  methodology  based  on Trade  Organization  negotiations  at the  are  more  willing  to  finance  firms  and  two links-one connecting trade policies Doha  Round  were  more concerned  with  financial  markets  flourish.  Second,  to prices,  and another connecting  prices the poverty  effects  on low-income  coun-  the different legal traditions that emerged  to household welfare. The author applies
tries, and of foreign  reforms,  such as the  in  Europe  over  previous  centuries  the  methodology  to  the  study  of  the elimination  of agricultural  subsidies  in  and  were  spread  internationally  distributional  effects  of  Mercosur  on industrial economies.  through  conquest,  colonization,  and  Argentine  families.
Porto empirically compares the relative  imitation  help  explain  cross-country  The  main  finding  is  that  Mercosur
poverty impacts  of national  and foreign  differences  in  investor  protection,  the  benefits the average Argentine household trade reforms  in Argentina.  The author  contracting  environment,  and  financial  across  the  entire  income  distribution.
investigates  national  trade reforms,  in-  development  today.  But  there  are  There  is  evidence  of a pro-poor  bias  of cluding tariff cuts  on consumption goods  countervailing  theories  and  evidence  the regional trade agreement: on average, and capital  goods in Argentina.  Foreign  that  challenge  both  parts  of  the  law  poor  households  gain  more  from  the trade reforms include the elimination, in  and  finance  theory.  Many  argue  that  reform  than middle-income  households,
industrial countries, of agricultural sub-  there  is  more  variation  within  than  whereas  the  effects  on  rich  families sidies and trade barriers on agricultural  across  legal  origin  families.  Others  are positive but not statistically  signifi- manufactures  and  industrial  manufac-  question the central role of legal tradition  cant.  Prior  to  the  reform,  Argentine tures. These policies enhance the market  and point to politics, religious orientation,  trade  policy protected  the rich  over the access  of Argentine  exports.  Overall,  a  or  geography  as  the  dominating  factor  poor, and after the reform, granted some combination of own reforms and enhanced  driving  financial  development.  Finally,  protection  to the poor.  As  relative pre- market access would cause poverty to de-  some  researchers  question  the  central  Mercosur tariffs are higher on relatively cline  by between  1.7 and 4.6 percentage  role  of  legal  institutions  and  argue  skill-intensive  goods, the tariff removals points. This evidence suggests that trade  that other factors, such as a competitive  tend  to  benefit  the  poor  over the  rich.
policies  can be important poverty-reduc-  products  market,  social  capital,  and  These findings indicate that trade reforms
ing instruments in Argentina.  informal  rules  are  also  important  for  may actually help improve the distribu-
This paper-a product of Trade, Devel-  financial development.  Beck  and Levine  tion of income and reduce poverty in the opment  Research  Group-is  part  of  a  describe  the  law  and  finance  theory,  country.
larger effort in the group to assess the pov-  along with skeptical and competing views,  This paper-a product of Trade, Devel-
erty impacts of trade and trade policies.  and  review  empirical  evidence  on both  opment  Research  Group-is  part  of  a Copies of the paper are available free from  parts of the  law and finance view.  larger  effort in the  group to  assess  the the  World  Bank,  1818  H  Street  NW,  This  paper-a  product  of  Finance,  impacts  of trade  and  trade  policies  on Washington,  DC  20433.  Please  contact  Development  Research  Group-is  part  poverty. Copies of the paper are available
Paulina  Flewitt,  room  MC3-333,  tele-  of a larger effort  in the group  to under-  free from the World Bank,  1818 H Street
phone  202-473-2724,  fax  202-522-1159,  stand the link between financial  develop-  NW, Washington, DC 20433. Please con-
email  address  pflewitt@worldbank.org.  ment  and  economic  growth.  Copies  of  tact Paulina Flewitt, room MC3-333, tele-
Policy  Research  Working  Papers  are  the  paper  are  available  free  from  the  phone  202-473-2724,  fax  202-522-1159,
also  posted  on  the  Web  at  http://econ.  World Bank, 1818 H Street NW, Washing-  email  address  pflewitt@worldbank.org.
worldbank.org.  The  author  may  be  con-  ton,  DC  20433.  Please  contact  Agnes  Policy Research Working Papers are also
tacted at gporto@worldbank.org.  (27 pages)  Yaptenco,  room  MC3-439,  telephone  posted  on  the  Web  at  http://econ.
202-473-1823,  fax  202-522-1155,  email  worldbank.org.  The  author  may be con-
address ayaptenco@worldbank.org.  Policy  tacted  at  gporto@worldbank.org.  (39 3136.  Legal Institutions and  Research Working Papers are also posted  pages)
Financial Development  on the Web at http://econ.worldbank.org.
The  authors  may  be  contacted  at
Thorsten Beck and Ross Levine  tbeck@worldbank.org  or  rlevine@csom.
(September 2003)  umn.edu.  (40 pages)
A burgeoning literature finds that finan-
cial development exerts  a first-order  im-
pact on long-run economic growth, which2  Policy  Research  Working Paper Series
3138.  Fiscal Federalism  Region-is part  of a larger  effort in the  3140.  Raising the Quality of
and  Regional Growth:  region to support fiscal reforms in transi-  Secondary  Education in East Asia
Evidence  from the Russian  tion. Copies of the paper are available free
Federation  in the 1  990s  from the World Bank, 1818 H Street NW,  Kaoru Nabeshima
Washington,  DC 20433.  Please  contact  (September 2003)
Raj  M. Desai, Lev M. Freinkman,  Virginia  Sapinoso,  room  H4-150,  tele-
and Itzhak Goldberg  phone  202-458-1105,  fax  202-614-1139,  Nabeshima  seeks to broaden  our under-
(September 2003)  email address vsapinoso@worldbank.org.  standing of the determinants  of student
Policy Research Working Papers are also  achievement among East Asian economies
Subnational  fiscal autonomy-the  basis  posted  on  the  Web  at  http://econ.  using the TIMSS-R data set and,  in the
for  fiscal  federalism  in modern  federa-  worldbank.org. The authors may be con-  process, to remedy some ofthe ambiguities
tions-is meant to serve two roles. First,  tacted  at lfreinkman@worldbank.org  or  in  the literature to date.  These ambigu-
local  control  over  revenue  collection  is  igoldberg@worldbank.org.  (26 pages)  ities are frequently due to the sparseness
meant to provide a check on the capacity  of detailed data on students, teachers, and
of central  authorities  to tax  arbitrarily  schools. The TIMSS-R data set offers de-
local capital.  Second,  retention  of taxes  3139. Contracting  Models of the  tailed  information  on  these  variables,
raised locally is meant to establish incen-  Phillips Curve:  Empirical  Estimates  which is not typically available from other
tives  for  subnational  governmental  au-  for Middle-income  Countries  sources, allowing the author to isolate the
thorities  to  foster  endemic  economic  impact ofvarious factors affecting student
growth  as a way of promoting  local tax  Pierre-Richard Agenor and Nihal  Bayraktar  achievement, while controlling for specific
bases. But in the Russian Federation, fis-  (September 2003)  characteristics  of the students, teachers,
cally autonomous  regions have often re-  and schools surveyed. The results indicate
sisted market-oriented reforms, the enact-  This paper provides  empirical estimates  that the most consistent factors affecting
ment ofrules protecting private property,  of  contracting models of the Phillips curve  student performance  are characteristics
and the dismantling of price controls and  for four middle-income developing econo-  associated with students (innate abilities
barriers to trade. Desai, Freinkman, and  mies-Chile,  the Republic of Korea,  the  and home resources).  Moreover, the au-
Goldberg find statistical evidence in sup-  Philippines,  and  Turkey.  Following  an  thor does not find any consistent relation-
port of the hypothesis  that fiscal  incen-  analytical  review,  models with both one  ship between the performance of students
tives of the Russian regions represent an  lead and one lag, and two lags and three  and school resources or teacher autonomy,
important  determinant  of regional  eco-  leads, are then estimated using General-  both of which are often advocated in the
nomic performance. The authors also seek  ized  Method  of Moments  (GMM)  tech-  discussion of education reform.
to understand the conditions under which  niques. The results indicate that for both  This paper-a product of the Develop-
fiscal autonomy prompts regional growth  Chile and Turkey past  and future infla-  ment  Research  Group-was  originally
and  recovery,  and the conditions  under  tion are of about the same magnitude in  prepared as a background paper for Inno-
which  it  has  adverse  economic  effects.  affecting current inflation. In Korea past  vative East Asia: The Future of Growth.
They  argue  that  the  presence  of  "un-  inflation has a larger impact on inflation,  Copies ofthis paper are available free from
earned" income streams-particularly in  whereas  in  the Philippines  it is future  the  World  Bank,  1818  H  Street  NW,
the  form  of revenues  from  natural  re-  inflation that plays  a larger role. Homo-  Washington,  DC  20433.  Please  contact
source  production  or  from  budgetary  geneity restrictions  are  satisfied  for Ko-  Kaoru Nabeshima,  room MC2-517, tele-
transfers from the central government-  rea and Turkey but not for Chile and the  phone  202-473-7880,  fax  202-522-1150,
has turned  regions  dependent  on these  Philippines.  email  address  knabeshima@worldbank.
income sources into 'rentier"  regions.  As  This paper-a  product  of the Poverty  org. Policy Research Working Papers are
such, governments in these regions have  Reduction  and  Economic  Management  also  posted  on  the  Web  at http:flecon.
used local control over revenues  and ex-  Division, World Bank Institute-is part of  worldbank.org.  (37 pages)
penditures to shelter certain firms (natu-  a larger effort in the institute to under-
ral  resource  producers  or  loss-making  stand the dynamics of inflation in devel-
enterprises)  from  market  forces.  Using  oping countries.  Copies of the paper are  3141.  Poverty in India during the
new fiscal data from  80 Russian regions  available free from the World Bank, 1818  1990s: A  Regional Perspective
from 1996-99, the authors test this cen-  H  Street  NW,  Washington,  DC  20433.
tral hypothesis in both single- and simul-  Please contact Maria Gosiengfiao,  room  Yoko Kijima and Peter Lanjouw
taneous-equation  specifications.  Their  J4-280, telephone 202-473-3363, fax 202-  (October 2003)
results indicate that tax retention  (as  a  676-9810,  email  address  mgosiengfiao
proxy for fiscal autonomy) has a positive  @worldbank.org.  Policy Research  Work-  Kijima and Lanjouw provide estimates of
effect on the cumulative output recovery  ing Papers are also posted on the Web at  poverty at the regional level in India span-
of regions since the breakup of the Soviet  http://econ.worldbank.org.  The  authors  ning the 1990s. Such estimates have not
Union. But they  also find that this effect  may be contacted at pagenor@worldbank.  been previously available due to concerns
decreases  as rentable  income streams to  org  or  nbayraktar@worldbank.org.  (24  regarding noncomparability of the 1993-
regions increase.  pages)  94 and 1999-2000 National Sample Sur-
This paper-a  product  of the Poverty  vey Organization (NSSO) household sur-
Reduction  and  Economic  Management  vey data. They implement an adjustment
Sector  Unit,  Europe  and  Central  Asia  procedure to restore comparability basedPolicy  Research  Working Paper Series  3
onamethodologydevelopedbyElbers  and  able free from the World  Bank,  1818 H  3144. Market  Disequilibria and
others  (2003).  The  results  indicate  a  Street  NW,  Washington,  DC  20433.  Inflation  in Uzbekistan,  1994-2000
less  rapid decline  of poverty  at the  all-  Please contact Agnes Yaptenco, mail stop
India  level  than  has been  suggested  by  MC3-300,  telephone  202-473-8526,  fax  Thilak  Ranaweera
Deaton and Dreze (2002) based on  a re-  202-522-1155,  email  address  ayaptenco  (October 2003)
lated  adjustment  methodology.  The  au-  @worldbank.org.  Policy Research  Work-
thors attempt to uncover the source of dis-  ing Papers are also posted on the Web at  Ranaweera  develops and applies a mac- agreement  across  these  procedures  by  http://econ.worldbank.org.  The  authors  roeconomic  framework  to  ascertain  the probing  a  number  of  their  underlying  may  be  contacted  at  ilove@worldbank.  influence  of domestic  disequilibria  and
assumptions.  org  or  nmylenko@worldbank.org.  (33  external shocks on inflation  dynamics in
This  paper-a product  of the Poverty  pages)  Uzbekistan. Using quarterly data for the Team, Development Research Group-is  period  1994:01  to 2000:03, he  estimates part of a larger effort in the group to ana-  several  "long-run"  relationships  for  the lyze poverty in India. Copies of the paper  3143.  Who Benefits from  goods, money, and foreign exchange mar- are available free from the World Bank,  Labor Market  Regulations?  kets of Uzbekistan which are character-
1818  H  Street  NW,  Washington,  DC  Chile 1960-1998  ized by multiple exchange  rates, import
20433.  Please  contact  Patricia  Sader,  restrictions, and other domestic adminis- room MC3-556,  telephone 202-473-3902,  Claudio E. Montenegro  and  Carmen Pages  trative controls. The empirical estimates,
fax 202-522-1153,  email  address psader  (October 2003)  which use error correction mechanisms for @worldbank.org.  Policy  Research  Work-  different  markets,  show  that  domestic
ing Papers are also posted on the Web at  Economists have examined the impact of  monetary and output developments,  and
http://econ.worldbank.org.  The  authors  labor  market regulations  on the  level of  changes in the official exchange rate com- may be contacted at ykijima@worldbank.  employment.  But there are many reasons  pared with the parallel market rate have
org  or  planjouw@worldbank.org.  (54  to suspect that the impact of regulations  had a significant  influence on the short-
pages)  differs  across  types  of workers.  In  this  run behavior of the foreign exchange mar-
paper Montenegro and Pages take advan-  ket in Uzbekistan. Furthermore, disequi-
tage  of the unusually  large  variance  in  libria in the product and money markets
3142.  Credit Reporting  and  labor policy in Chile to examine how dif-  are the major forces driving short-run in-
Financing  Constraints  ferent labor market regulations affect the  flation dynamics in Uzbekistan. It should
distribution of employment  and the em-  be  noted  that  the  study  has been  con- Inessa  Love and Nataliya Mylenko  ployment  rates  across  age,  gender,  and  strained  by  both  the  quantity  and  the
(October 2003)  skill  levels.  To  this  effect,  they  use  a  quality of quarterly data available for the
sample  of repeated  cross-section  house-  Uzbekistan  economy.
Love and Mylenko combine firm-level data  hold surveys spanning the period  1960-  This paper-a product  of the Develop-
from the World Bank Business Environ-  98  and measures of the evolution  of job  ment Data Group, Development Econom-
ment Survey (WBES) with data on private  security provisions  and minimum wages  ics Senior Vice Presidency-is part of an
and public credit registries to investigate  across time. The results suggest large dis-  ongoing  effort  in the  group  to  improve
whether the presence  of a credit registry  tribution  effects.  The  authors  find  that  quantitative  analytical  tools for  country
in a country  is associated  with lower fi-  employment security provisions and mini-  assistance strategies. Copies of the paper
nancing constraints, as perceived by man-  mum wages reduce the share of  youth and  are  available  free  from the World Bank,
agers,  and with higher share  of bank fi-  unskilled  employment  as  well  as  their  1818  H  Street  NW,  Washington,  DC
nancing.  They find that the existence of  employment rates.  They  also  find  large  20433.  Please contact Premi Rathan Raj,
private credit registries is associated with  effects on the distribution of employment  room MC2-742, telephone  202-473-3705,
lower  financing  constraints  and  higher  between women and men.  fax  202-522-3645,  email  address
share of bank financing, while the exist-  This  paper-a  product  of the  World  prathanraj@worldbank.org.  Policy  Re- ence  of public  credit  registries  does  not  Development Report office, Development  search Working Papers are also posted on
seem to have a significant effect on these  Economics  Senior  Vice  Presidency-is  the Web at http://econ.worldbank.org.  The
perceived financing  constraints.  The au-  part of a larger effort in the Bank to bet-  author may be  contacted at tranaweera
thors also  find that small-  and medium-  ter understand the impact of labor  mar-  @worldbank.org.  (25 pages)
sized firms tend to have a higher share of  ket regulations.  Copies  of the paper are
bank financing in countries where private  available  free  from  the  World  Bank,
registries exist and stronger rule of law is  1818  H  Street  NW,  Washington,  DC  3145. Alternative Paths to
associated  with  more  effective  private  20433.  Please  contact  Madhur  Arora,  Structural Adjustment in
credit registries. Finally, the authors find  room MC3-584,  telephone 202-473-2955,  Uzbekistan  in a Three-Gap
some evidence that the presence of a pub-  fax  202-522-0056,  email  address  Framework
lic credit registry benefits younger firms  marora@worldbank.org.  Policy Research
relatively more than older firms.  Working  Papers  are also  posted  on  the  Thilak Ranaweera
This paper-a product  of Finance, De-  Web  at  http://econ.worldbank.org.  The  (October 2003)
velopment Research Group-is part of a  authors may be contacted at cmontenegro
larger effort in the group to study access  @worldbank.org or carmenpag@iadb.org.  Ranaweera presents an internally consis- to finance. Copies of the paper are avail-  (35 pages)  tent macroeconomic framework that could4  Policy Research Working Paper Series
be used as a first step toward a more com-  a symptom that deposits were effectively  room  J9-131,  telephone  202-473-0360,
prehensive  quantitative and qualitative  restricted and that investors were not able  email address fcarneiro@worldbank.org.
assessment of the adjustment alternatives  to circumvent capital controls.  Policy Research Working Papers are also
facing Uzbekistan.  The three-gap frame-  This paper-a product of Macroeconom-  posted  on  the  Web  at  http://econ.
work focuses on the major imbalances of  ics and Growth,  Development  Research  worldbank.org.  (20 pages)
the economy for evaluating policy choices  Group-is part of a  larger  effort in the
facing Uzbekistan. It emphasizes the do-  group to understand financial crises. Cop-
mestic  and external  factors that  deter-  ies of the paper are available free from the  3148. Gender Wage  Differentials in
mine economic outcomes and welfare. The  World Bank, 1818 H Street NW, Washing-  Brazil: Trends over a Turbulent Era
author attempts to quantify two policy sce-  ton,  DC  20433.  Please  contact  Emily
narios-gradual as against an accelerated  Khine, room MC3-347, telephone 202-473-  G. Reza Arabsheibani,  Francisco Galrao
policy implementation strategy. He finds  7471,  fax  202-522-3518,  email  address  Carneiro, and Andrew Henley
that  an  aggressive  adjustment  policy  kkhine@worldbank.org.  Policy  Research  (October 2003)
would indeed improve most performance  Working Papers  are also  posted on the
and welfare indicators. Two major ingre-  Web  at  http://econ.worldbank.org.  The  Since the late  1980s, macroeconomic  and
dients of such an aggressive  adjustment  authors may be contacted at ely@kutdt.edu,  trade reform in Brazil appears to have been
strategy  are the  unification  of the  ex-  sschmukler@worldbank.org,  or  accompaniedbyasubstantialimprovement
change  rate and implementation  of cur-  nvanhoren@worldbank.org.  (11  pages)  in the position  of women compared with
rent account convertibility in the balance  men in the  labor market, despite only mod-
of payments. The author also draws atten-  est changes  to labor market institutions.
tion to the relative importance of external  3147. Human  Capital and Earnings  Arabsheibani, Carneiro, and Henley exam-
financing  and  the  sustainability  of the  Inequality in Brazil, 1988-98:  ine movements  in the  gender wage  gap
balance  of payments  under  alternative  Quantile Regression  Evidence  from 1988 to 1998. Their findings indicate
structural  adjustment  paths  facing  that, over this period, the gender wage gap
Uzbekistan.  G. Reza Arabsheibani,  Francisco  fell mainly because of reduced discrimina-
This paper-a product of the Develop-  GalrAo Carneiro, and Andrew Henley  tion against women. But the authors find
ment Data Group, Development Econom-  (October 2003)  evidence  to  suggest that,  more  recently,
ics Senior Vice Presidency-is part of an  since the elimination of high inflation, hu-
ongoing  effort  in  the group  to  improve  Arabsheibani,  Carneiro, and Henley un-  man capital  investments and other earn-
quantitative analytical  tools for country  dertake an empirical examination of rates  ings-related enhancements have begun to
assistance strategies. Copies of the paper  of return  to human  capital  for men  in  improve women's condition.
are available  free from the World Bank,  Brazil, through the period of macroeco-  This paper is a product of Poverty Re-
1818  H  Street  NW,  Washington,  DC  nomic stabilization  and trade liberaliza-  duction  and  Economic  Management  4,
20433.  Please contact Premi Rathan Raj,  tion, using data from the 1988, 1992, and  Africa Technical Families.  Copies of the
room MC2-742,  telephone  202-473-3705,  1998  Brazilian  household  surveys  paper are available  free from the World
fax  202-522-3645,  email  address  (Pesquisa  Nacional  por  Amostra  de  Bank, 1818 H Street NW, Washington, DC
prathanraj@worldbank.org.  Policy  Re-  Domicilios,  PNAD). The authors estimate  20433. Please contact Francisco Carneiro,
search Working Papers are also posted on  simultaneous  quantile equations to gain  room  J9-131,  telephone  202-473-0360,
the Web at http:/econ.worldbank.org.  The  an insight on the impact of human  capi-  email address fcarneiro@worldbank.org.
author may be contacted at tranaweera  tal on wages  across the hourly earnings  Policy Research Working Papers are also
@worldbank.org.  (29 pages)  distribution. They conclude that there is  posted  on  the  Web  at  http://econ.
evidence of growing inequality in rates of  worldbank.org.  (24 pages)
return  to  education  in  Brazil.  But the
3146. The  Price of Inconvertible  authors find evidence that education is no
Deposits: The Stock Market  Boom  longer used  as a screening  device in the  3149.  Rules of Thumb for
during the Argentine Crisis  labor market, but rather rewarded for its  Evaluating Preferential  Trading
innate association with higher productiv-  Arrangements:  Evidence from
Eduardo Levy Yeyati, Sergio L. Schmukler,  ity. Although increases in rates of return  Computable  General
and Neeltje Van Horen  to education have been more pronounced  Equilibrium Assessments
(October 2003)  at the top of  the earnings distribution, this
has not led to increased inequality. This  Glenn W.  Harrison, Thomas F. Rutherford,
The  Argentine  crisis  witnessed,  among  is  because  the  levels  of education  and  and David G. Tarr
other things, a deposit run, the suspension  other  labor  market-rewarded  endow-  (October 2003)
of deposit convertibility,  and a "boom" in  ments have increased and offset the rate
the stock market. The authors argue that  of return effect.  Most interesting  results on the welfare
this boom reflects the cost that depositors  This paper is a product of Poverty Re-  effects of regional arrangements are am-
were willing to incur to get their money  duction  and  Economic  Management  4,  biguous at a theoretical level. Many ques-
out of the banking system, in light of the  Africa Technical  Families.  Copies of the  tions only have quantitative answers that
impending risks. This boom was general-  paper are  available free from the World  are specific  to the particular structural
ized to all stocks and more pronounced in  Bank, 1818 H Street NW, Washington, DC  features  of the economy  and  the policy
liquid stocks. Furthermore, the boom was  20433. Please contact Francisco Carneiro,  considered. So, to determine the impact ofPolicy Research Working Paper Series  5
prospective  regional  arrangements  gov-  3150.  Income-Related  Biases  stock, or noncontainerized general cargo.
ernments  often  rely  on  a  quantitative  in International Trade:  In  this  paper  Tovar,  Jara-Dfaz,  and
evaluation.  Usually at the request of cli-  What  Do Trademark  Trujillo analyze the operation of port ter-
ent governments  of the World  Bank, the  Registration  Data Tell Us?  minals  through  the  estimation  of  a
authors have implemented many comput-  multioutput cost model that uses monthly
able general equilibrium (CGE) models to  Carsten Fink, Beata Smarzynska Javorcik,  data on  three  firms located  at the  Las
inform policymakers.  and Mariana Spatareanu  Palmas port in Spain. This permits  the
The authors summarize the main con-  (October 2003)  calculation  of product-specific  marginal
clusions drawn from these studies. The  costs, economies of scale (general and by
principal conclusions are:  Economists  have  long  recognized  that  firm), and economies of scope,  which are
* Countries  excluded from a preferen-  richer countries trade more among them-  key tools to help the regulators  in their
tial  trade  arrangement  almost  always  selves than with poorer economies  due to  task.
lose.  a closer match of exporter supply struc-  This paper-a product ofthe Infrastruc-
* Market  access is a key determinant  tures and importer preferences. In the lit-  ture Vice Presidency-is part of a larger
of the net benefits of a preferential trade  erature,  the closeness  of supply and de-  effort  in the vice  presidency to promote
arrangement.  mand has traditionally been determined  analytical work on the economic analysis
* With a free trade agreement  (FTA)  by the quality of products-as expressed  ofthe sector. Copies of the paper are avail-
the external tariff can  be  lowered such  in the so-called Linder hypothesis.  This  able  free from  the World Bank,  1818 H
that a poor FTA becomes attractive.  paper examines an extension of the Linder  Street  NW,  Washington,  DC  20433.
* For Southern countries, North-South  hypothesis by also considering the extent  Please  contact  Antonio  Estache,  room
agreements  offer a beneficial increase in  of  horizontal  product  differentiation  as  F11K-184,  telephone  202-458-1442,  fax
competition  in their home markets, and  another  determinant  of the  closeness  of  202-522-2965,  email  address  aestache
involve little increase in the supply price  supply and demand. The empirical  analy-  @worldbank.org.  Policy Research Work-
of Northern  country  sales  in  Southern  sis employs  information  on international  ing Papers are also posted on the Web at
countries.  trademark  registrations  to test whether  httpl/econ.worldbank.org.  The  authors
* Multilateral  trade  liberalization  richer countries  import more from coun-  may  be  contacted  at  btovar
results in significantly larger gains to the  tries whose exports  are of higher quality  @empresariales.ulpgc.es,  jaradiaz@cec.
world  than  the  network  of  regional  and exhibit a greater degree ofproduct dif-  uchile.cl, or lourdes@empresariales.ulpgc.
arrangements.  ferentiation. The results lend support to the  es. (27 pages)
* For individual countries without high  hypothesis in most consumer goods sectors
protection,  'additive  regionalism"  will  but not in intermediate goods sectors.
likely result in substantially larger gains  This paper-a product of Trade, Devel-  3152. The Long-Run Economic
than unilateral trade liberalization.  opment  Research  Group-is  part  of  a  Costs of AIDS: Theory and an
* Tax  replacement  requirements  larger effort in the group to examine the  Application to South Africa
reduce  the  set  of  desirable  regional  economic impact of  protecting intellectual
arrangements.  property rights in developing countries.  Clive Bell, Shantayanan Devarajan,
* Trade taxes are often an inefficient  Copies of the paper are available free from  and Hans Gersbach
source of tax revenue.  the  World  Bank,  1818  H  Street  NW,  (October 2003)
* Trade  liberalization  should  be  Washington,  DC  20433.  Please  contact
expected  to  be  pro-poor  in  developing  Paulina  Flewitt,  room  MC3-333,  tele-  Most existing estimates of the macroeco-
countries,  but results  will be diverse at  phone  202-473-2724,  fax  202-522-1159,  nomic costs of AIDS, as measured by the
the  household  level  so  safety  nets  are  email  address  pflewitt@worldbank.org.  reduction in the growth rate of gross do-
important.  Policy Research Working Papers are also  mestic product, are modest. For Africa-
* Dynamic  effects  to  reverse  conclu-  posted  on  the  Web  at  http://econ.  the continent where the epidemic has hit
sions  regarding  regionalism  are  not  worldbank.org.  The authors may be con-  the hardest-they range between 0.3 and
expected.  tacted  at  cfink@worldbank.org,  1.5 percent  annually. The reason is that
This paper-a product of Trade, Devel-  bsmarzynska@worldbank.org,  and  these estimates are based on an underly-
opment  Research  Group-is  part  of a  mspatareanu@worldbank.org. (29 pages)  ing assumption  that the  main  effect  of
larger  effort  in the  group to  assess  the  increased mortality is to relieve pressure
impact of regional  trade integration  on  on existing land and physical  capital  so
growth and poverty. Copies of the paper  3151. A  Multioutput Cost Function  that output per head is little affected. Bell,
are available  free from the World  Bank,  for Port Terminals:  Some  Devarajan, and Gersbach argue that this
1818  H  Street  NW,  Washington,  DC  Guidelines for Regulation  emphasis  is misplaced  and that, with a
20433.  Please  contact  Paulina  Flewitt,  more plausible view of how the economy
room MC3-333, telephone 202-473-2724,  Beatriz Tovar, Sergio Jara-Diaz,  functions over the long run, the economic
fax  202-522-1159,  email  address  and Lourdes Trujillo  costs  of AIDS  are  almost  certain  to be
pflewitt@worldbank.org.  Policy Research  (October 2003)  much higher. Not only does AIDS destroy
Working Papers  are  also  posted  on  the  existing  human  capital,  but  by  killing
Web at http://econ.worldbank.org.  David  Cargo handling in ports is a multioutput  mostly young adults, it also weakens the
Tarr  may  be  contacted  at  dtarr  activity,  as  freight  can  arrive  in many  mechanism through which knowledge and
@worldbank.org. (9 pages)  forms  such  as  containers,  bulk,  rolling  abilities are transmitted from one genera-6  Policy Research Working Paper Series
tion to the  next.  The  children  of AIDS  finances, and school attendance. The main  globalization.
victims will be left without  one or both  source ofgender inequality seems to come  This paper-a product of Trade,  Devel-
parents to love, raise,  and educate them.  from differences in investments in girls'  opment  Research  Group-is  part  of  a
The model yields the following results.  and boys' educations that increase  with  larger effort in the group to examine the
In the absence of AIDS, the counterfactual  declines in income levels.  Short-term in-  effects of trade and investment liberaliza-
benchmark, there is modest growth, with  come shocks  could lead to long-term  in-  tion in developing countries. Copies of the
universal  and  complete  education  creases in gender inequality in households  paper are available  free from the World
attained within three generations. But if  with school age children,  unless there is  Bank, 1818 H Street NW, Washington, DC
nothing is done to combat the epidemic, a  ready  access  to credit markets. The au-  20433.  Please  contact  Paulina  Flewitt,
complete  economic  collapse  will  occur  thors also find that the magnitude of the  room MC3-333,  telephone 202-473-2724,
within  three generations.  With optimal  impact of economic development  on gen-  fax  202-522-1159,  email  address
spending on combating  the disease,  and  der differences in Bosnia will depend on  pflewitt@worldbank.org.  Policy Research
if there is pooling, growth is maintained,  where the growth is concentrated.  If the  Working Papers  are  also  posted  on the
albeit at a somewhat slower rate than in  poor capture at least some benefits of eco-  Web  at  http://econ.worldbank.org.
the benchmark  case  in the  absence  of  nomic growth, the gender differences  in  Francesco  Daveri  may  be  contacted  at
AIDS.  If pooling breaks down and is re-  household investment in human capital of  francesco.daveri@unipr.it.  (31 pages)
placed by nuclear families, growth will be  their children will decline. If, on the other
slower still. Indeed, if school attendance  hand, growth is concentrated  among the
subsidies are not possible, growth will be  richest, then important gender disparities  3155. Evaluating  the Impact
distinctly sluggish. In all three cases, the  could remain pervasive.  of Infrastructure Rehabilitation
additional  fiscal  burden  of intervention  This paper-a  product  of the Poverty  Projects on Household Welfare
will be large, which reinforces the gravity  Team, Development Research Group-is  in Rural Georgia
of the findings.  part of a larger effort in the group to un-
This paper-a product of the Office of  derstand interactions between gender and  Michael Lokshin  and Ruslan Yemtsov
the Vice President, Human Development  poverty. Copies of the paper are available  (October 2003)
Network-is part of a larger effort in the  free from the World Bank, 1818 H Street
network to evaluate the economic conse-  NW, Washington,  DC 20433. Please con-  Lokshin and Yemtsov evaluate the effect
quences of HIV/AIDS. Copies of  the paper  tact Patricia Sader, room MC3-362, tele-  ofvarious community level infrastructure
are available free from the World Bank,  phone  202-473-3902,  fax  202-522-1153,  rehabilitation projects undertaken in ru-
1818  H  Street  NW,  Washington,  DC  email  address  psader@worldbank.org.  ral Georgia on household well-being. Their
20433. Please contact Beata Lajch, room  Policy Research Working Papers are also  analysis is based on combining household
G8-017, telephone 202-473-1971, fax 202-  posted  on  the  Web  at  http://econ.  and  community  level  survey  data.  The
522-3235,  email  address  blajch  worldbank.org.  The authors may be con-  authors'  empirical  approach  uses  the
@worldbank.org.  Policy Research Work-  tacted  at  mlokshin@worldbank.org  or  panel structure  of the data to control for
ing Papers are also posted on the Web at  tom_mroz@unc.edu.  (31 pages)  time-invariant unobservables at the com-
http:J/econ.worldbank.org.  The  authors  munity  level  by  applying  propensity-
may be contacted at cbell@worldbank.org,  score-matched double difference compari-
sdevarajan@worldbank.org,  or gersbach  3154. The Twin Effects of  son.  The  results  indicate that improve-
@uni-hd.de. (116 pages)  Globalization  ments  in school  and road infrastructure
produce  nontrivial welfare  gains for the
Francesco  Daveri, Paolo Manasse,  poor at the village and country levels. The
3153.  Gender and  Poverty:  and Danila Serra  impact of water rehabilitation projects is
A Life Cycle Approach  to the  (October  2003)  ambiguous. School rehabilitation projects
Analysis of the Differences  produce the largest gains for the poor. The
in Gender Outcomes  Employees  of "globalized"  firms  face  a  methodological lesson from this analysis
riskier, but potentially  more rewarding,  is that ad hoc community surveys matched
Michael Lokshin and Thomas A.  Mroz  menu of labor market outcomes. Daveri,  with  ongoing  nationally  representative
(October 2003)  Manasse,  and Serra  document  this ne-  surveys can provide a feasible and low cost
glected  tradeoff  of  globalization  for  a  impact evaluation tool.
Lokshin and Mroz study complex interac-  sample of Indian manufacturing firms. On  This paper-a joint product of the Pov-
tions between gender and poverty in post-  the one hand, the employees of firms sub-  erty Team, Development Research Group,
war Bosnia and Herzegovina.  The goal of  ject to  foreign  competition  face  a  more  and the Poverty Reduction and Economic
their analysis  is to uncover  how a spec-  uncertain stream of earnings  and riskier  Management  Sector  Unit,  Europe  and
trum of gender differentials  at different  employment prospects. On the otherhand,  Central Asia Region-was conducted as a
parts of the life cycle varies across income  they enjoy a more rapid career growth and  part of analytical work for Georgia:  Pov-
groups.  Using the  data  from  the  2001  have more opportunities to train and up-  erty Update. Copies ofthis paper are avail-
Bosnia  and  Herzegovina  Living  Stan-  grade  their skills.  The  negative  uncer-  able free  from the World  Bank,  1818  H
dards Measurement  Study,  the authors  tainty costs and the positive  incentive ef-  Street  NW,  Washington,  DC  20433.
find strong gender-poverty interaction in  fects  of globalization  are  thus  twin  to  Please contact Patricia Sader, room MC3-
the patterns of labor force participation,  each other. Concentrating onjust one side  632, telephone 202-473-3902, fax 202-522-
gender gap in earnings, individuals'school  of the coin gives a misleading picture of  1153,  email  address  psaderPolicy  Research  Working Paper Series  7
@worldbank.org.  Policy Research  Work-  sons, their internal consistency is rarely  asymmetric  conversion  of assets and  hi-
ing Papers are also posted on the Web at  given  close  scrutiny.  A priori consider-  abilities  from dollars  to pesos;  and  the
httpJ/econ.worldbank.org.  The  authors  ations suggest that commonly used meth-  need to arrive at equitable restructuring
may  be  contacted  at  mlokshin  ods cannot be relied  on to yield poverty  of utility tariffs to reestablish confidence
@worldbank.orgorryemtsov@worldbank.  lines that are consistent in terms of util-  of foreign direct investors in the rules of
org. (34 pages)  ity, or for capabilities more generally. The  the game. Restructuring government debt
theory of revealed preference  offers test-  is  also  central  to  restoring  growth.  A
able implications of utility consistency for  simple model indicates  that a relatively
3156. Tariff Evasion and Customs  "poverty  baskets"  under  homogeneous  ambitious  target  for the primary  fiscal
Corruption: Does  Pre-Shipment  preferences. A case study of Russia's offi-  surplus and a restricted set of senior-sta-
Inspection Help?  cial poverty lines  reveals  numerous  vio-  tus debt will be needed to limit the hair-
lations  of revealed  preference  criteria-  cut on junior debt to amounts compatible
Jos6 Anson, Olivier Cadot,  violations that are not solely attributable  with longer-term  creditor perceptions  of
and Marcelo Olarreaga  to heterogeneity in preferences associated  fairness.  The  author  also  considers  the
(October 2003)  with climatic differences.  new dynamics  of bargaining with the In-
This paper-a  product  of the Poverty  ternational  Monetary  Fund  (IMF).  He
Anson,  Cadot,  and  Olarreaga  provide a  Team, Development Research Group-is  judges that although conditionality is ar-
new  approach  to the evaluation  of pre-  part of a larger effort in the group to im-  guably  appropriately  less  stringent  as
shipment  inspection  (PSI)  programs  as  prove poverty measurement methodology.  only rollover is involved,  and despite the
ways  of improving tariff-revenue  collec-  Copies ofthe paper are available free from  large outstanding debt to the IMF, there
tion  and reducing  fraud when  customs  the  World  Bank,  1818  H  Street  NW,  are limits to how lenient the Fund can and
administrations are corrupt. They build a  Washington,  DC  20433.  Please  contact  should be in key areas with potential for
model  highlighting  the  contribution  of  Patricia Sader, room MC3-632, telephone  setting international  precedents.
surveillance firms to the generation of in-  202-473-3902, fax 202-522-1153, email ad-  This paper-a product  of the  Office of
formation and describing how incentives  dress  psader@worldbank.org.  Policy Re-  the Chief Economist,  Latin America and
for fraud and collusive behavior between  search Working Papers are also posted on  the Caribbean Region-is part of a larger
importers and customs are affected by the  the Web at http://econ.worldbank.org. The  effort  in  the  region  to  understand  the
introduction  of PSI.  The  authors  show  authors  may  be  contacted  at  causes of macroeconomic crises.  Copies of
theoretically that the introduction of PSI  mravallion@worldbank.org  or mlokshin  the  paper  are  available  free  from  the
has  an ambiguous effect  on the level  of  @worldbank.org.  (39 pages)  World Bank, 1818 H Street NW, Washing-
customs fraud. Empirically, the economet-  ton,  DC  20433.  Please  contact  Yanina
ric results suggest that PSI reduced fraud  Budkin, room I4-405, telephone  202-473-
inthePhilippines,itincreaseditinArgen-  3158.  Restoring  Economic  2665,  fax  202-522-3131,  email  address
tina, and did not have significant impact  Growth in Argentina  ybudkin@worldbank.org.  Policy Research
in Indonesia.  Working  Papers  are also  posted  on  the
This paper-a product of Trade, Devel-  William R. Cline  Web  at  http:/lecon.worldbank.org.  The
opment  Research  Group-is  part  of  a  (October 2003)  author may  be contacted at wcline@iie.
larger  effort in the group  to understand  com. (111  pages)
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